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for the local firm

PHILOSOPHY ON HOURS
We all admire dedication and a sense of responsi
bility, but we should recognize that dedication
and self-sacrifice are what we appreciate, not ex
cessive hours of work. The goal which we en
courage each one of us to attain is balance. We
define this as the appropriate allocation of time,
energy and efforts among our professional lives,
family responsibilities, social obligations and rec
reation. We are convinced that achieving balance
in our daily lives will, in the long run, benefit
both the firm and the individual.
The major thrust of this philosophy is directed
toward those partners and staff members who
find that the time demands of their profession are
consistently greater than they would like. The
philosophy is only moderately applicable to those
who are comfortable with their present work
schedules and only slightly applicable to those
who fret over the periodic peaks of activity com
mon to the CPA profession as a whole.
Each of us encounters pressures during our
lives. Among them are the normal ones of earning
a living, raising a family, maintaining our health
and fulfilling our civic and social obligations. One
common thread running through each of these
roles is the time element.
For example, in our own profession, we not
only sell our time (our competence) to clients but
spend it thinking and creating, training and
supervising others, planning, organizing, direct
ing, controlling and running the business end of
our practices.
And so it is that time, multiplied by compe
tence and translated into dollars, is the currency
of our profession. Add to this the condition that
there always seems to be more work to be done
than time in which to do it, and we have all the
earmarks of a dilemma.
This dilemma, partially resolved or unresolved,
persists from year to year with the frequent re
sult being that the expenditure of excessive

(sometimes oppressive) amounts of time earning
a living becomes a way of life. The means of earn
ing a living—work—becomes the end, if we are
not careful, and work is performed for its own
sake. At this point, we tend to become workahol
ics and suffer guilt feelings when we are not
working.
Now, how can this be so? Surely, most of us
consider ourselves to be well-balanced individuals
from the viewpoint of our ideals. We want to be
good providers, but we also want to be good hus
bands, wives, fathers and mothers. We would like
to enjoy a balanced life, professionally, physi
cally, spiritually and socially.
Let's analyze these conflicting forces. Each force
or role represents an external or conscious de
mand on our time, that is, in the sense that each
exists in the world outside ourselves and is gen
erally perceived as real. Now, which one of us
sincerely believes that he or she is incapable of
managing these external demands to a degree
which would permit a reasonably balanced life?
In other words, which one of us believes that he
or she cannot manage life? Not one of us. Yet,
the dilemma persists.
Just as surely as we are beset with a battery of
conscious or real pressures, we are simultane
ously besieged by a series of unconscious or un
real pressures; unreal, not because we don’t feel
them or their effects on our lives but, because
generally, we are unable to clearly perceive or
understand them and how they work. Further
complicating the problem is the fact that real or
conscious pressures (which we perceive) and the
unreal or unconscious pressures (which we do
not perceive) exist side by side and are always
with us. They operate in such a way as to com
plement and magnify each other.
Let's take a look at some of these so-called un
real or unconscious pressures to see what they are
like.
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□
Excessive fear of failure.
□ Excessive need for approval and need for
excessive approval.
□
Unrealistic goals or objectives.
□
Fear of making mistakes.
□
Perfectionism that stifles productivity.
□
Undue pessimism.
□
Unwarranted optimism.
□
Exaggerated need to achieve.
□
Excessive competitiveness.
□
Greed or avarice.
□
Excessive ambition.

With a little reflection, we can see that a large
element in each of these unreal or unconscious
pressures stems from self-centered thinking as
opposed to thinking of others. In reality, they are
largely a matter of our selfish attitudes. Common
to each of these unconscious pressures is self,
pride or ego, concern with how we look to others
or what others will think of us. As with all of our
egocentricities, these pressures may stem from
basic feelings of inferiority, insecurity, inade
quacy and guilt.
And how do we normally cope with these un
conscious pressures? By invoking the ego defense
known as compensation, we set out to compen
sate for our feelings of inadequacy and, depend
ing upon how deep-seated or neurotic they are,
we often end up by overcompensating.
As a matter of fact, the very nature of our
highly competitive society stimulates some de
gree of overcompensation. We consistently com
pare ourselves or are being compared with
others and tend to measure our worth and that
of others largely by status, achievements and
possessions.
Such social values lead to strong psychological
motivation toward superior performance. Prop
erly controlled, this is a healthy adjustment.
However, to the degree that this type of adjust
ment leads to overcompensation so that the tail
ends up wagging the dog, it is neurotic.
This article is based largely on the observations
and management philosophy of Frank S. Moran,

CPA, managing partner of Plante and Moran in
Detroit and is excerpted from a memorandum pre
pared for that firm two or three years ago by Bob
Petz, CPA. The philosophy is now part of Plante
and Moran’s personnel manual.
In the next issue of the Practitioner, we will
show how this philosophy relates to a CPA firm,
and present some thoughts and practical sugges
tions for those who find that the time demands
of their professional life are consistently greater
than they would prefer.

Letter to the Editor
To the Editor:

The article, "How to Read When You Are Too
Busy," in the November 1978 issue of the CPA
Practitioner, refers to the need to distill and or
ganize the reading of technical materials to afford
efficient and maximum breadth of reading and
selective in-depth coverage.
May I suggest that readers who follow this pat
tern consider adding to their lists the publication
Management Contents? This is a biweekly infor
mation service containing the tables of contents
for approximately 200 U.S. and foreign journals
covering the fields of accounting, decision service,
management, marketing, banking, economics, fi
nance, industrial relations and related areas of
business.
One hour spent each month in reviewing this
publication would represent a substantial in
crease in topic and journal coverage for the hur
ried reader.
The publication is obtainable from Manage
ment Contents, P.O. Box 1054, Skokie, Illinois
60076, at a cost of $30 for one annual subscrip
tion down to $20 each for 11 or more subscrip
tions.
- Gary John Previts, Professor
School of Accountancy
The University of Alabama
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The Annual Planning Cycle

Much has been said and written about the sepa
rate subjects of long-range planning, short-range
planning, budgeting, forecasting, partners’ re
treats, practice management systems, reporting,
etc. There is an interrelationship among all of
these things—they are more than just a plan, a
piece of paper, numbers, meetings and reports.
When brought together, as they must be once each
year, they cause things to happen and produce
results for the firm.
The opportunities for local firms have never
been better than they are right now, and chances
are good that they will continue to improve. But,
while the opportunities are there, specialization
and organization are required to be able to re
spond to them. Service requirements are now so
broad that in order to meet them, larger practice
units are being created and firms are joining
associations.
Growth is inevitable unless prevented, but
growth alone is not the key. To be able to respond
to these tremendous opportunities, you must have
an organization with the capability to perform
and effectively use its resources. This will be
impossible without a strong workable partner
ship agreement and an effective organizational
structure. It will require all of the aforemen
tioned subjects, plus action, supervision and re
wards. A long-range plan is the link that brings
these elements together, makes things happen and
produces results.
However, you must realize from the beginning
that the growth and development of a firm must
be built on quality service timely rendered, in
tegrity, balance and control, and a strong desire
to meet the needs of your clients. Any lesser
efforts are doomed to failure.
There are certain essential policies and proce
dures that must be present for success. These are
□ Commitment. You must convince yourself
of the opportunities and of the need for
planning and development of your firm.
Organization must start at the top.
□ Planning—long and short-range. The plan
must be in writing, must be updated an
nually and must be communicated. (See the
MAP Handbook, chapter 104.)
□ Organization. You should have a strong
partnership agreement. This is the basis of
authority for the decisions that must be
made. You will need an organization chart
defining duties and responsibilities and will
be forced to departmentalize and specialize

to deal with the natural growth of the firm.
□ Personnel. People are the most important
ingredient, and it is essential to have the
best and to believe in them.
□ Formal policies and procedures. Producing
formal policy and procedural manuals can
be difficult for the individual firm. We find
that being a member of an association
is a great help in this regard.
□ Quality control—review procedures. These
determine the level of technical competence
within the firm and are essential if you are
to provide quality and timely services. These
procedures become more complicated as
the firm grows larger.
□ Management and leadership. These are two
different things. The managing partner is
responsible for controls and reports (peer
pressure is an effective control). A leader
gives examples and creates opportunities
and can be found at several levels within
the firm.
□ One-firm concept. You have the right to ex
pect and demand the support of all part
ners and employees. Methods of settling
differences should be predetermined. It is
essential that the firm present one face to
the world if it is to build a superior repu
tation, image and identity.
It is important that the partners of the firm be
able to meet annually in an atmosphere condu
cive to the discussion of various aspects of the
planning cycle. For the annual partners' retreat
(advance), the right environment is most often at
a site away from the office. Some planning is es
sential, however, if the partners’ retreat is to be
a success. So, about two months before the re
treat is held, thought must be given to the areas
to be discussed. Based on our experiences, the
following topics should be considered.
□ Staff reviews. You should request from staff
members suggested time budgets with de
tails on time other than chargeable time.
This lets staff people have input to the bud
gets and gives them the feeling that their
views are being considered.
□ Partners' reviews. Cover partners’ evalua
tion of themselves and other partners. Each
partner should be given the chance to put
his best foot forward. The reviews should
be conducted far enough in advance of the
partners’ retreat that the managing partner
has sufficient time in which to assimilate
and evaluate the material.
□ Data and statistics. Include the long-range
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plan and the annual, monthly and manage
ment reports. You must have these items
before going to the retreat.
□ Agenda in advance. Should cover the sub
jects and projects to be discussed and name
the people responsible for leading the dis
cussions to allow them time to prepare.
Socializing is one of the most important
parts of the retreat and the agenda should
be set so as not to infringe on this time.
□ Departmental and functional objectives for
the coming year. No decisions are made at
this point, but the process prepares depart
ment heads for what is expected of them at
the retreat. It also allows problems to be
aired and long-range plans to be updated.
□ State of the firm message. Normally given
by the managing partner who should make
sure that the message is meaningful. Topics
should include the accomplishments of the
firm, matters of concern and the opportuni
ties that exist. This builds up enthusiasm
and anticipation. The major emphasis for
the coming year must also be established.
The partners’ retreat should follow the se
quence of the prepared agenda, however, alloca
tion of time to any specific subject should allow
for a great deal of variance. The atmosphere at
the retreat should be relaxed, informal and
friendly to encourage a free flow of thoughts and
ideas. The meeting rooms should not be the con
ference or classroom type, and the location should
have adequate recreational facilities. Plenty of
time should be allowed for the partners to get
to know each other.
The long-range plan should be discussed and
updated if necessary, as should significant proj
ects and plans for the coming year. At this
stage, there is still time to make further changes
in responsibilities and in the organizational
structure. Usually, no decisions are reached, but
the consensus is summarized and the retreat is
evaluated.
\
Obviously, the whole exercise is a waste of
time unless decisions are forthcoming and action
taken. In our firm, this occurs about one month
after the partners’ retreat. Again, it is essential
that people know what their duties and responsi
bilities are and what is expected of them. The
authority for making decisions must be clearly
spelled out in the partnership agreement.
At this point, the long-range plan should be
adopted, objectives determined and organiza
tional structure finalized. Plans should be put
into motion and communicated to the staff.

The annual budget should be completed and
distributed. The budget details should include
□ The expected growth rate, the firm’s attitude
toward acquisitions, mergers and expanding
services. (These will allow you to determine
your opportunities.)
□ Time budgets, rate structure and gross rev
enue. (These will allow you to determine
your capabilities.)
□
An estimation of annual costs and expenses.
□
Operating budget (annual).
After all plans have been put into effect, they
must be supervised and controlled continuously
to ensure that your goals will be achieved. You
must know how you are progressing before it is
too late to make necessary corrections. High
standards of work and integrity can be main
tained through an effective review system.
However, the bottom line will tell the story.
As long as this is good, it is obvious that problems
are being minimized. The following are three
critical areas that if properly controlled will en
sure success:
□ Productivity. You will need input from
partners and staff who have a joint responsi
bility to achieve the productivity rate
(chargeable hours divided by total available
hours) set by the firm. Productivity can be
controlled through frequent time reports
and summaries. Controls should be estab
lished by personnel classifications because
of the different productivity standards. Our
classifications and standards are: partners
50%, staff 80%, administrative staff 18%
and overall 62%.
□ Realization. Rates should be established for
each individual, set at the upper limits and
written down where necessary. (Use one of
the methods described in the MAP Hand
book, section 202.02, which are based on
multiples.) Any variance in realizing the
standard billing rate should be the subject
matter of a monthly report to the managing
partner, and variances in excess of a min
imum amount should be stated in the an
nual financial report.
□ Collectibility. Is the responsibility of the
partner or client executive in charge of
work and billings. The best way to go about
this is through a front-end fee arrangement
and prompt, adequate billing. There should
be a review by a second partner and ap
proval by the managing partner for any
charge-offs. Control can be kept through a
monthly, aged trial balance.
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You must set up an adequate reporting system
and provide everyone with what they need to
know—no more. The use of the chart of accounts
presented in section 201.02 of the MAP Handbook
is recommended.
Another suggestion is to prepare an annual
financial report and get it to the partners before
the annual partners’ meeting. (We have been do
ing this for 12 years.) The contents should comply
with the firm’s reporting policies to clients and
contain an independence qualification, various
financial statements and supplemental data. (See
chapter 501 of the MAP Handbook.)
An annual report has much value and utility.
It provides the partners with information they
need, data for preparing proposals, statements
for the AICPA division for firms and an annual
comparison with other firms. Remember, your
own firm is your best client.
Planning is an endless cycle. You finish one
year, only to begin the next. This can be as dis
couraging to staff and partners as can be failure
to take advantage of opportunities. It is up to the
leader to maintain interest, enthusiasm and chal
lenge. However, care should be taken that you
don’t grow too fast or push too hard since this
can result in more serious problems.
Don’t carry out a plan when you know it to be
wrong. Adjust to the situation and be careful not
to rationalize. But, you must be prepared for
unexpected changes or opportunities that are not
in the plan. Opportunities are created by a firm’s
track record and reputation, although mergers
or acquisitions may be needed to take advantage
of them.
There can be setbacks too. The loss of a senior
partner or failure to develop new partners may
force a downward revision in the long-range
plan. Still, planning helps you recognize and
identify problems that arise.
Continuous planning can offer rewards far
beyond mere numbers. Ours is a working profes
sion that will consume us unless we prevent it.
If you wish to be master of your fate, you must
make a definite commitment to planning and con
trol. You have to decide where you want to be
five to six years from now and the type of life
you wish to lead.
But you must act now. If you wait for every
thing to be perfect, you will never get started.
- by Charles W. Jenkins, CPA
Albany, Georgia
Based on a presentation at the AICPA MAP
conference in Las Vegas on July 31, 1978.

How to Know If Your Client Is Ready for a
Small Computer
With all the excitement that is being generated
by the rapidly growing market for small computer
systems, many business people tend to assume
that all companies need an in-house computer
when they reach a certain size. But, for the time
being at least, this is not necessarily the case.
For example, it is not the number of accounts
that a business has or the number of items in
inventory that is important. Rather, it is the num
ber of times these accounts must be billed in a
given period, or if inventory is being turned over
at a high rate, that should determine whether or
not a small business computer system is needed.
And, a company may be a candidate for a small
computer if its present accounting system no
longer provides management with adequate con
trols to run the business efficiently.
The following questionnaire can help you de
cide if your client has a genuine need for a small
business computer system and, if so, help you
obtain one that suits that particular business’s
requirements. (With a few modifications, the
questionnaire can be used to determine your own
computer needs too.)
Ask your client to complete all of the questions
giving YES or NO answers. Scoring details are
provided at the end of the questionnaire.
Remember, there are exceptions. Even if most
answers are YES, your client may still not need a
small computer. Or, if only a few questions are
answered YES, it may be time for a modern sys
tem.
Based on an article by Brian Callery, that ap
peared in the September 1978 issue of Modern
Office Procedures. Copyright © 1978, Penton/IPC,
Inc.

Reprinted with permission from Atlas
World Press Review, December 1978.
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HOW TO TEST YOUR CLIENT’S COMPUTER NEEDS
Sales/Receivables
1. Do you have more than 100 active accounts?

2. Do you have more than 50 active accounts with
two or more "ship-to" locations?
3. Do you send out monthly statements?
4. If you send out monthly statements, do you send
to all accounts?
5. Do you assess finance charges?
6. If you assess finance charges, do you assess all
accounts?
7. Do you have established credit limits for each
customer?
8. If you have credit limits, are these limits applied
before an order is filled?
9. Does your business receive orders from at least
two of the following sources: phone, outside sales
men, mail, other?
10. Do you employ more than five salesmen, whose
remuneration is composed in part or whole of
commission payments?
11. If answer to #10 is YES, are so-called "split
commissions” ever paid?
12. Do you "age” your receivables?

Invoicing
13. Is your daily average more than 150 separate lines
of billing?
14. Do you have peak periods throughout the year
involving daily production of more than 250 sepa
rate lines of billing?
15. Do you average three or more lines of billing per
invoice?
16. Are at least half of your invoices charge invoices?
17. Do you extend cost and gross profit on each in
voice? ___
18. Do you provide trade discounts for at least some
items at differing quantity and/or price points?

19. Are cash receipts handled with formal documen
tation? ___
20. Do you currently prepare an analysis of sales?
21. Do you currently prepare reports on profitability
by product and/or customer?
22. If answers to #s 20 and 21 are NO, would such re
ports be helpful to your business?
Pricing Policies
23. Does your business offer selective pricing by cus
tomer? ___
24. Does your business offer quantity price breaks,
e.g., per hundred, per thousand, etc.?
25. Do you sell in fractional quantities?

26. Is a conversion factor sometimes required to cal
culate prices?
27. Do you have no-charge invoices?
28. Is the line extension sometimes listed (lot price)
as opposed to calculated? ______
29. Do you have freight-only invoices, or freight-tofollow situations?
30. Are 10 percent or more of your total orders
back-oriented?
31. Are you required to collect taxes?
32. If answer to #31 is YES, do you collect taxes for
more than two jurisdictions?

Inventory
33. Do you have more than 250 items in inventory?

34. Does your inventory turn at least three times a
year?___
35. Does your inventory include raw materials, as
well as finished goods?
36. Does your business occasionally offer direct ship
ments from your vendor to the customer?
37. Are customer orders for standard (stocked) items
handled separately from orders for nonstandard
items?___
38. Is your inventory controlled in fractional units?

Payables/Cash Disbursements
39. Do you have more than 100 vendors?
40. Do you average at least 200 vendor invoices each
month? __ __ _
41. Do you average at least two distributions per in
voice? ___
42. Does your business write more than 200 checks
each month?
43. Are checks written on more than one account?
Payroll
44. Is there a time lag between pay period ending date
and pay date?_ __
45. Does your payroll include two or more of these
standard pay periods: daily, weekly, biweekly,
semimonthly, monthly?
46. Are some of your employees paid on an hourly
basis?____
47. Are some of your employees paid on a salaried
basis?___
48. Are some of your employees paid on a commission
basis?___
49. Are hourly employees paid a differing rate for
overtime?
50. Are salaried employees sometimes eligible for
overtime payment at an hourly rate?

While there are always exceptions, here is the way we would evaluate the number of YES answers:
More than 40. Your need for a small computer system is critical. Overnight delivery is not possible because
ninety days is the industry average from sign-up to start-up.
Thirty to 40. You have an objective need for a small business computer system, particularly if your com
pany is growing at a rate in excess of the current inflation rate. We will look around for you and call a
number of manufacturers.
Twenty to 30. You are right on the line. We will have to probe the situation in much greater detail.
Less than 20. Resign yourself to living with your faithful bookkeeper for another couple of years.
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Staff Orientation

The initial orientation of new staff members, par
ticularly those with prior work experience, into
a public accounting firm can be crucial to the
future success of their careers. Yet, in many firms
this procedure is frequently performed in an in
effective manner.
Most firms have an orientation program that
covers basic things such as how to fill out a time
report or where the tax forms are located, but,
in very few local firms is this process truly sensi
tive and responsive to the needs and expectations
of new staff people with prior experience. And,
in most cases, the assimilation of recent college
graduates is not handled as well as it is in the
large national accounting firms.
The expectations of new college graduates are
often blunted by firm practices that do not per
mit a smooth transition from the academic en
vironment to the realities of public accounting.
When setting up an orientation program, it is well
worth keeping in mind that various studies show
that most new graduates
□ Expect their early work assignments to be
dull and uninteresting.
□ Are more concerned about obtaining inter
esting and challenging work than they are
about salary levels. (This is despite the in
tense competition among recruiters and
offers of ever higher starting salaries.)
□ Have a more idealistic view of the profes
sion and a lower appreciation of the firm
than partners or managerial-level staff.
□ Are accustomed to accounting for only a few
hours each week (and not necessarily every
day) and are used to a great deal of flexibility
in meeting time commitments.
□ Will miss the frequent and objective feed
back on their performances that colleges
provide, for example, through test scores.
Generally, feedback will not be as frequent
nor as objective in public accounting firms.
□ Have become used to constant supervision
by deans, professors and administrators
while in college. A public accounting firm is
unlikely to provide such a structured en
vironment, and the new staff members will
need time to adjust.
□ Become frustrated when they are initially
unable to translate their education and
knowledge into practical production because
of unfamiliarity with the procedures, forms,
equipment, etc., used by CPA firms.

Even the most enlightening orientation pro
cedure will not be effective if it is not adminis
tered by a supervisor who is perceptive of the
needs of new staff people.
Most often, the person best qualified to handle
the program is also one of the busiest and most
productive members of the firm. It is far better
to use this type of person instead of someone who
has more time but who is less successful and not
as confident of his own abilities.
The reason for this is that a less successful
person is more likely to doubt the ability of a
recent graduate to do productive work and may
set lower goals resulting in a generally poor per
formance. New staff people should be given
realistic but relatively high goals that will bring
out the best in their performances.
There are compelling reasons for giving high
priority to the proper orientation of new staff
members who have previous work experience.
When an experienced person is hired, the firm
probably
□
Has a definite gap to fill.
□ Expects productive/billable time to be
achieved quickly.
□ Is paying a substantial employment agency
fee.
Very often, the orientation procedure consists
of a brief tour of the offices with an introduction
to whoever happens to be in that day, distribu
tion of the firm’s policy and procedures manuals
to be read on one’s own time and a set of sample
working papers for review one day prior to start
ing work at a client’s office.
Not surprisingly, new people become frustrated
and disgruntled quite soon, and many problems
arise because of the failure of the firm to
□ Give new, experienced staff members the
same recognition, privileges, etc., enjoyed
by present people at the same level.
□ Provide new, experienced staff members
with the same frame of reference that cur
rent staff have.
□ Recognize that a gap exists between its
written policies and procedures and the ac
tual practices being followed on a day-today basis.
There are a number of steps that can be taken
to reduce these problems. For example, new staff
members should
□ Be furnished immediately with an office,
desk, adding machine, parking arrange
ments, etc., comparable to those given other
staff at the same level. Anything that cannot
be arranged right away should be explained
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□

□

□

□

□

and a commitment made as to when it will
be done.
Receive a file of all office memorandums
issued from the date at which they would
have joined the firm as new college grad
uates.
Participate in an extended walk-through
type of training session to learn about pro
duction and administration. Depending on
their experience, this session could cover
items such as how to get a report or tax
return through the office and staff evalua
tion, billing and scheduling procedures.
Meet all of their peers and be introduced
to all partners and managers as soon as
possible. Support staff supervisors should
tell them about services such as report typ
ing, files and payrolls provided by their de
partments.
Be offered assistance in locating housing if
they are from another area. An effort should
be made to involve the spouse with the firm
as soon as convenient, and information on
the city, local services, etc., should be sup
plied to make the adjustment easier.
Not be assigned to a new client or non

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

recurring engagement. It is far better for
them to spend a few weeks working on re
curring engagements of present clients until
they get used to the firm’s way of doing
things.
□ Be told of the unwritten, informal policies
and procedures of the office, preferably by
someone of the same peer group. (They
might also find it helpful to be told of the
personal idiosyncrasies of the partners,
managers and supervisors.)
Many CPAs will assume that these problems
don’t exist in their firms. But, the only way to en
sure that they don't is by becoming personally
involved to make sure that all new staff people
receive a proper orientation.
A checklist should be prepared of steps that
should be taken, the most suitable people picked
out to be put in charge and the whole program
administered in a thorough and organized man
ner. It is difficult to do this in a style that ap
pears relaxed and spontaneous to new staff mem
bers. However, considering the benefits to be
derived, it seems to be well worth the effort.
- by Charles R. Williams, CPA
Houston, Texas
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